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PIZZA PIZZA ROYALTY CORP.

Interim Condensed Consolidated Financial Statements

(Unaudited)
For the three months ended March 31, 2018 and 2017



Pizza Pizza Royalty Corp.

Unaudited Interim Consolidated Statements of Financial Position
As at March 31, 2018 and December 31, 2017

(Expressed in thousands of Canadian dollars)

March 31, December 31,
2018 2017
$ $
Assets
Current assets
Cash and cash equivalents 1,722 2,122
Short-term investments 2,750 2,750
Receivable from Pizza Pizza Limited (note 8) 3,169 3,288
Trade and other receivables 135 65
Total current assets 7,776 8,225
Non-current assets
Pizza Pizza Rights and Marks (note 3) 270,225 267,338
Pizza 73 Rights and Marks (note 3) 78,191 73,796
Derivative financial instruments (note 10) 251 177
Total non-current assets 348,667 341,311
Total assets 356,443 349,536
Liabilities and shareholders’ equity
Current liabilities
Trade and other payables 434 485
Payable to Pizza Pizza Limited (note 8) 832 762
Dividends payable to shareholders 1,755 1,755
Income taxes payable 47 173
Total current liabilities 3,068 3,175
Non-current liabilities
Borrowings (note 4) 46,987 46,985
Deferred tax liability 19,675 19,599
Total non-current liabilities 66,662 66,584
Shareholders’ equity
Share capital (note 6) 242,030 242,030
Exchangeable Shares (notes 3 and 5) 77,547 70,265
Accumulated other comprehensive earnings 431 405
Deficit (33,295) (32,923)
Total shareholders’ equity 286,713 279,777
Total liabilities and shareholders’ equity 356,443 349,536

The accompanying notes are an integral part of these unaudited interim condensed consolidated financial

statements.



Pizza Pizza Royalty Corp.

Unaudited Interim Consolidated Statements of Earnings

For the three months ended March 31, 2018 and 2017

(Expressed in thousands of Canadian dollars, except number of shares and per share amounts)

March 31, March 31,

2018 2017

$ $

Royalty Pool System Sales (note 7) 135,348 133,863
Royalty income (note 7) 8,785 8,673
Administrative expenses (145) (135)
Operating earnings 8,640 8,538
Interest expense on borrowings (note 4) (286) (209)
Earnings for the period before income taxes 8,354 8,329
Current tax expense (1,419) (1,375)
Deferred tax expense (69) (195)
Earnings for the period attributable to shareholders 6,866 6,759
Weighted average number of shares T basic and diluted (note 6) 31,666,003 31,213,495
Basic and diluted earnings per share (note 6) 0.22 0.22

The accompanying notes are an integral part of these unaudited interim condensed consolidated financial statements.



Pizza Pizza Royalty Corp.

Unaudited Interim Consolidated Statements of Comprehensive Earnings
For the three months ended March 31, 2018 and 2017

(Expressed in thousands of Canadian dollars)

March 31, March 31,
2018 2017
$ $
Earnings for the period 6,866 6,759
Other comprehensive earnings (loss)
Items that may be reclassified subsequently to net
earnings:
Cash flow hedges 34 (87)
Deferred tax impact of cash flow hedges (8) 3)
Total comprehensive earnings 6,892 6,669

The accompanying notes are an integral part of these unaudited interim condensed consolidated financial statements.



Pizza Pizza Royalty Corp.

Unaudited Interim Consolidated Statements of Changes in Shareholders’ Equity
For the three months ended March 31, 2018 and 2017

(Expressed in thousands of Canadian dollars)

Accumulated
other
comprehensive Total
Exchangeable earnings shareholders}
Share capital Shares (loss) Deficit equity
$ $ $ $ $
(note 6) (note 5)
At December 31, 2017 242,030 70,265 405 (32,923) 279,777
Comprehensive earnings
Earnings for the period - - - 6,866 6,866
Cash flow hedges - - 34 - 34
Deferred tax impact of cash flow
hedges - - (8) - (8)
Total comprehensive earnings - - 26 6,866 6,892
Transactions with shareholders
Exchangeable Shares (note 5) - 7,282 - - 7,282
Dividends declared to shareholders - - - (5,266) (5,266)
Distributions on Class B and Class D
Exchangeable Shares - - - (1,972) (1,972)
Total transactions with shareholders - 7,282 - (7,238) 44
At March 31, 2018 242,030 77,547 431 (33,295) 286,713
At December 31, 2016 242,030 65,501 (190) (31,945) 275,396
Comprehensive earnings
Earnings for the period - - - 6,759 6,759
Cash flow hedges - - (87) - (87)
Deferred tax impact of cash flow
hedges - - (3) - (3)
Total comprehensive earnings - - (90) 6,759 6,669
Transactions with shareholders
Exchangeable Shares (note 5) - 4,764 - - 4,764
Dividends declared to shareholders - - - (5,266) (5,266)
Distributions on Class B and Class D
Exchangeable Shares - - - (1,735) (1,735)
Total transactions with shareholders - 4,764 - (7,001) (2,237)
At March 31, 2017 242,030 70,265 (280) (32,187) 279,828

The accompanying notes are an integral part of these unaudited interim condensed consolidated financial
statements.



Pizza Pizza Royalty Corp.

Unaudited Interim Consolidated Statements of Cash Flows
For the three months ended March 31, 2018 and 2017
(Expressed in thousands of Canadian dollars)

March 31, March 31,
2018 2017
$ $

Cash provided by (used in)

Operating activities
Earnings for the period 6,866 6,759
Amortization of deferred financing fees 2 2
Off-market swap payments (412) (105)
Deferred tax expense 69 195
Changes in non-cash working capital (note 9) (58) 48
Cash provided by operating activities 6,838 6,899
Financing activities

Dividends paid to shareholders (5,266) (5,266)
Distributions on Class B and Class D Exchangeable Shares (1,972) (1,735)
Cash used in financing activities (7,238) (7,001)
Decrease in cash and cash equivalents (400) (102)
Cash and cash equivalents, beginning of period 2,122 2,134
Cash and cash equivalents, end of period 1,722 2,032

Supplementary information
Interest paid 325 312

The accompanying notes are an integral part of these unaudited interim condensed consolidated financial
statements.



Pizza Pizza Royalty Corp.

Notes to the Unaudited Interim Condensed Consolidated Financial Statements

For the three months ended March 31, 2018 and 2017

(Expressed in thousands of Canadian dollars, except number of shares and per share amounts)

1. General information

The Pizza Pizza Royalty Corp. (the iCompanyd) is governed by the Business Corporations Act (Ontario)
pursuant to its articles of incorporation dated April 4, 2012 and articles of arrangement dated December 31,
2012. The Companyis common shares are traded on the Toronto Stock Exchange under the stock symbol PZA.
The Company is incorporated and domiciled in Canada and the address of its registered office is 500 Kipling
Avenue, Toronto, Ontario, Canada.

The Company acquired, through the Pizza Pizza Royalty Limited Partnership (the fiPartnershipt), the
trademarks, trade names, operating procedures, systems and other intellectual property and proprietary rights
associated therewith owned by Pizza Pizza Limited (fPPL0) used in connection with the operation of all
restaurants operated by PPL, its subsidiaries and its franchisees (collectively, the fiPizza Pizza Rights and
Markso).

Concurrent with the acquisition of the Pizza Pizza Rights and Marks on July 6, 2005, the Partnership granted
PPL an exclusive and unlimited licence to use the Pizza Pizza Rights and Marks for an initial term of 99 years
for which PPL pays a royalty equal to 6% of system sales from all Pizza Pizza restaurants in the Royalty Pool,
as defined in the Pizza Pizza Licence and Royalty Agreement.

On July 24, 2007, the Company, through the Partnership, acquired the trademarks, trade names, operating
procedures and systems, and other intellectual property and proprietary rights owned by Pizza 73, Inc. and its
affiliated companies (together, fiPizza 730) used in connection with the operation of all restaurants operated by
Pizza 73, and its partners (collectively, the fiPizza 73 Rights and Markso).

Concurrent with the acquisition of the Pizza 73 Rights and Marks, the Partnership granted PPL an exclusive and
unlimited licence to use the Pizza 73 Rights and Marks for an initial term of 99 years for which PPL pays a
royalty equal to 9% of system sales from all Pizza 73 restaurants in the Royalty Pool, as defined in the Pizza 73
Licence and Royalty Agreement.

As at March 31, 2018, there were 652 Pizza Pizza restaurants (2017 T 651) and 106 Pizza 73 restaurants (2017
T 100) in the Royalty Pool; the Royalty Pool is adjusted annually on January 1.

The Company pays monthly dividends directly to public shareholders. For the three months ended March 31,
2018, the Company declared dividends of $0.2139 per share (2017 T $0.2139 per share).

PPL, a privately owned corporation headquartered in Toronto, Ontario, operates in the food service industry
primarily throughout Ontario and Alberta, and primarily franchises and operates quick-service restaurant
businesses under the Pizza Pizza and Pizza 73 brands. PPL derives revenues from franchisees through the
sale of franchise restaurants, food and supplies and royalties. PPL also derives revenues from company owned
and jointly controlled restaurants through the sale of food products to retail customers. The Companyis
revenues are earned from certain operations of PPL and, accordingly, the revenues of the Company and its
ability to pay dividends to shareholders are dependent on the ability of PPL to generate and pay royalt



